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and  to  obtain  official  supplies  of  capital  and  inlervediute  goods.  ld7J,  |yb2),  Wiles  Kroncher  (19H2),  and  Brezinslii  (19H5). 
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defined  in  United  Netione  (liibd,  Table  5.3)  in  ibe  claaaaa:  1.1 

the  political  elite  or  entire  leading  inatitutiona  of  aocialiat  General  Adainiatration,  1.3  Public  Order  and  Safety,  and  8.1  General 

Adainistrat I  on.  Regulation  and  Heaearch. 

tountnea  at  all  levela,  including  the  Politburo  of  the  USSR  (e.g.  the 


illeiitii  ones  (iiC,  Suv*ply  oft'iciula  receive  bribe*  fru«  CS).  Alternatively,  second  econoay  transactions  could  be 
:iuboi  diitute  organizations  in  payseiit  tor  these  services  and  in  tuin  pay  assessed  within  the  fruaework  of  an  input  output  aodel.  Quadrant  I 
tribes  to  the  central  econoBic  authorities  (CK)  to  enauie  their  would  be  the  square  inter^industry  exchange  Matrix  that  would  include: 
. oL labui at  ion  in  covering  up  diversion  of  resources  and  to  the  control  appropriately  disaggregated  industries  within  the  transactor  categories 
axencies  (CA)  and  political  authorities  (PA)  in  return  for  protection  PP  gp.  governaent  agencies  PA,  CA,  CK,  CS, 


Mont  las  and  Hose-Ackei  nan  ( l‘JBl  J  ,  Kroncher  <lliH2),  and  Laoipert  then  there  is  soae  justification  for  including  then  in  inter- 

(  lyH*!) .  Kraitklin  (19H1)  present:*  an  interesting,  coBple*entary  atutly  industry  tiuadiant  1  as  governBent  enterprisea  (OBB  Industry  Ho.  I 

of  corruption  to  foreign  trade  organizations-  or  insurance  fitiss  (OBB  Industry  No. 70)  (Kendrick  (I971i,  Chapter 


advonlfeMt*^  of  coucei>tuaI  ciarity  and  facilitate  Batheflalical  analysis. 
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tieivices  such  as  unoMacial  allocations  of  supplies  by  C$>, 
fcjlse  , 'lulls  by  I'b,  and  piutectiun  by  CA  an<l  PA. 

HeKulalory  services  ■arket.  This  distributes  legal 
regulatory  services. 
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Oiio»y  operuliuiis.  This  type  of  Lehaviur  le  niailur  to  ttmt  of  luiofficial  fureigD  currency  exciienge  Burket .  Another  diatinctive 


1 


The  role  of  wiformel  ancietai  norma  in  controlling  the  aecond 

economy  was  clarified  through  a  diacumaion  with  Andera  Aaluiid  in  legal  income.  Moat  tianafer  |>ayaenta  are  legal,  but  in  aocialiat 

January  19Ud. 


jewelry),  lo  alete  authorities  (CK);  in  labor  ■arkets  and  LCIX  for  unofficial  labor 


§ 


SC:  -  inputs  acquired  froa  U'  and  fC;  -  illegal  inputs 

• Dtrul  ecunuBic  authorities  (CK).  In  addition,  these  transactors  auke  Iiob  UT,  K-,  Sf  and  H*;  L|^  -  labor  aervitea  obtained  in  SCIK; 

B  -  protection  service  payaents  aade  in  SC1>I. 

<i(  lous  Illegal  expenditures:  in  protection  services  aarkets  fCl'M  and 


elves  pay»eota  of  taxes  and  c  mr)  es  frcM  LC,  FC,  and  FP.  u  collection  of  relevant  data;  estimation  of  parameters  in  relst  lonstups , 
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can  be  of  two  t/pea:  coaaodity- Money  and  Money-Money .  The  forser  are  legal  tranaactor  LC  or  the  illegal  onea  HC  and  SP  la  ahown  aa  outflowa 

financial  reflecliona  of  <iuanlity  tranaactiuna,  whcreaa  the  latter  are  froM  saving  stocks. 
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pro|>erly  this  ciNsplicated  topic.  It  therefore  wus  deci<ied  to 
present  only  s  ■iniaal  introduction  in  this  paper  end  an  expanded 
analysis  in  Oavis  (Korthcoaing  (a)). 


I'JdU),  Htiiriaoti  Aa  ti  reaull  ul  ihcac  «uijditioiia  tiiicl  policlea  unbultujteil  growth.  Aj*  ti  reaull,  during  the  decade  l‘>i5  55  the  kaat 


HoMever,  ooLhing  waa  produced  at  that  tiae  that  could  be  cluaaified 
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becdu^e  it  dtteapta  through  central  planning  to  detersine  Bush  (1973),  Keshbach  and  Hapawy  (1973),  Katsenel inboigen  (1975),  aitd 


Western  eapirical  work  of  relevance  to  diaequilibnua  in  CPKs  included  techniques.  In  the  interest  of  siaplicity,  however,  it  can  be  divided 


into  thre«  categorieu:  (1)  shortage  economy  ■odela,  (2)  diaequi I ibi »u«  approuchea  discussed  above,  but  adapted  to  take  into  account  the 

.-conoaetric  nodeta;  (3)  other  approaches  to  disequi I ibr iua  analysis.  institutional  characteristics  and  data  constraints  of  the  socialist 

One  approach  to  aodelling  disequilibrium  in  CPKs  is  that  based  upon  countries.  During  11175  Ub  over  sixty  studies  were  produced  in  this  area 

the  theory  of  the  shortage  economy.  JoUowing  the  introduction  of  the  economists  in  the  West  (USA,  Britain  and  Prance)  and  in  Kastern 


aodels  of  CFKs.  These  are  baaed  on  Western  theoretical  and  econoaetru  applied,  for  example,  by  Welfe  (19115).  Hom..iski 


<ind  effective  purchasing  power  of  households  in  a  quantity-constrained 


ccodities).  There  aUo  ere.  et  least  i.plieaiy,  labor  .arkets  ( LM)  -arketa  examined  are  the  official  retail  urket  (nW)  and  tbo  Illegal 
and  protection  aervicea  aarketa  (I'M).  Although  Kricaon  (laBJ,  pp.  retail  .arket  (S»l).  There  ia  no  illegal  production  of  conaiaMr 
115-llb)  recognizes  the  iaportance  of  quantity  flows  of  goods  and  coamoditiea  for  SIM,  only  re-trading  of  official  gooda  acquired  in  HM. 
services  and  barter  transactions,  his  eodel  la  priearily  concerned  with  However,  the  househulda  that  aell  gooda  in  the  black  earket  could  be 


The  Bodel  of  Stahl  aiid  Alexeev  ie  baaed  on  or  related  to 

_  previoua  rationing  or  queuing  atudiea  tuch  aa  Barzel  (1974), 

Staltl  and  Alexeev  pp.  J7)  aake  a  number  of  intereating  Weibull  (1978).  Dreze  and  Mueller  (1980).  Neary  and 

coaaenta  on  the  features  and  equilibrium  properties  of  Sricson'a  Hoberta  (1980),  Polterovich  (1982),  Lindaay  and  Feigenbaua  (1984), 

and  Deacon  and  Sonatelie  (1985). 


the  utility  function  u‘(k‘,  »*)  subject  to  what  Stahl  and  Alexeev  call 


and  plaiuiera  (or  central  econuaic  authorities  (CK)).  It  also  could  be 

- - of  aanagers'  expectations  concerning  the  price  they  will  receive  for 

This  diaequi 1 ibr lua  audel  is  related  to  an  earlier,  sore  liaited 

<)ueuiog  aodel  presented  in  Katz  and  Owen  (lytM).  sales  on  the  second  ecunoay  with  the  the  actual  euuilibriua  price.  A 


relBted  welfare  reault  la  that  the  aecornl  eeonoBy  increuaea  the  explicitly  conaider  the  aecond  ecoi.oey  ayatea  in  either  audel 
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produter  establ  ishaenta  (e.g.  induj>triul  enterprises) 


coBpreheiisively  than  Purtea  and  co  au'hora. 


I  I'JhU,  I'j7l.  IJttO;,  Bauer  (  l'J7H  !  ■(  1  i ,  Kllaun  il'J7a>.  ihitior  and  output  aide  given  the  ext  eaa  deaand  envirunsent  but  bet  oBe  uuan 

tlulaai  (I'jHli,  Biiaecki  (lab:;),  Valurul  (latMi,  Galaai  (  UHS  j ,  ‘‘‘f  tahera  with  reapei  I  to  eBployBent.  Puirhaaea  o(  labor  aei 

Keasie  and  Winieclii  (iaii5l.  Ku2b<  r  il'lbbl.  Null  llatjb),  HotlkuBiner  vnea  are  leaa  than  notional  deaand,  which  in  turn  Beana  that  the 

(  laiibab,  labb),  and  Chareaza  i  I'urtt' uaiiigi . 


Ittbor  reaponse  becoaea  mure  uiu.ertdin  und  dependa  upon  aasuaplions 


spillover  of  ileaanJ  in  ;iHM  ant*  a  heightened  household  interest 


CHK  With  u  second  economy  in  which  an  Another  obstacle  to  second  economy  adjustment  to  the  new  conditions 


aHgreKuled.  and  fucuaaea  on  private  re  tradinf  of  guoda  produced  in  the 


•  I.  V...  Of  aeac  annual  aupply  by  tba  atata  lo  1900  would  hava  had  to 

double  to  eatiefy  dewnd  at  pravaillni  aubaidiaad  official  pncae. 


Barket  behavior  by  specifyiDti  three  ditlerent  aecuiid  ecoxioay  supply  'If  the  underground  ecunoay  exists,  as  it  clearly  does  in 

Poland,  then  the  official  data  are  biased  when  utilized  in 
tunctiona.  These  are  then  reforsuisted  so  that  second  econuay  price  fhe  evaluation  of  total  (official  and  unreported)  consuAp- 
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froa  Kurnai  (  1‘JHbb,  170b)  iind  private  dis«:uaaiuna  that  tiiere 

are  more  detailed  shortage  aodrl  studies  of  the  second  econoay  in  production  and  trade. 

Hungarian.  An  atteapt  will  he  aade  to  assess  any  such  contri- 


behavior  in  the  second  econuay.  Galasi  (19d6)  and  others  have  argued 


reialiona  in  the  prt>*luction  sphere  of  the  socialist  econoay 


•uilel.  Kornai  pg.  bfeiieves  that  aggregate  deatutd  and  supply 


1  uiflWilitieH  (SC)  and  the  illegal  retail  aarket  iSI«)  are  toutrolled  by 


variety  of  aarkcta  (labor,  cuosumer  gouda,  producer  guuda,  foreign  ***  environment  characterized  by 


and  Findlay  (lliUb),  and  Katz  and  Owen  (19ti7))  focus  on  consumption  implied  by  Purtes  and  are  heavily  influenced  by  the  second  economy. 


Il9  Btiin  Bethudological  fiitJiiig  is  Uiat  exct^ss  liewutd  in  official 
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